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Question 1                                                                                                    (11 marks) 
 
Goldie (Pty) Ltd is a well-established company that specialises in the manufacture of pet 
food. The company has a reporting date of 31 December 2017.They have recently 
entered into the following transactions: 
 Goldie (Pty) Ltd acquired all the shares in Bear (Pty) Ltd on 1 January 2017. 
Bear (Pty) Ltd owns a building and has entered into a lease contract with 
Goldie (Pty) Ltd at acquisition date. Goldie (Pty) Ltd will use the building to 
conduct its operations and will pay Bear (Pty) Ltd a monthly rental of 
R20 000. The lease has been correctly classified as an operating lease. 
Bear (Pty) Ltd has no other operations and the only income is the rental 
income from Goldie (Pty) Ltd. Goldie (Pty) Ltd has no other investments. 
 
 The directors of Goldie (Pty) Ltd are concerned about the current capital 
structure of the company and are therefore considering a share buy- back. 
The directors are however unsure of the requirements of such a transaction. 
 
REQUIRED:  
1.1 Discuss whether Bear (Pty) Ltd is considered to be a Special Purpose Entity by 
considering the requirements in terms of Section 9 of IFRS for SME’s. (5) 
1.2 Should Goldie (Pty) Ltd prepare consolidated financial statements for the reporting 
period ended 31 December 2017? Provide a reason for your answer. (2) 
1.3 Advise the directors of Goldie (Pty) Ltd regarding the requirements for a share 
buy-back in terms of the Companies Act.     (4)  
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Question 2                                                                                                  (18 marks) 
 
Bongi (Pty) Ltd is a company that specialises in accountancy and consulting services.  
The following information has been presented to you: 
 
 
Statement of Financial Position as at 30 June 2017 
 Additional 
Info. 
2017 2016 
Assets    
Non-current assets    
Investments 1 - 2 160 000 
Property, Plant and equipment-cost 3 9 022 000 5 269 000 
Property, Plant and equipment-
accumulated depreciation 
3 (2 234 000) (1 968 000) 
    
Current assets    
Inventory  250 000 165 000 
Trade receivables   1 315 200  1 786 300 
Bank  1 643 800 1 246 700 
    
Equity    
Share Capital  3 500 000 2 500 000 
Retained earnings  4 897 800 2 041 000 
    
Liabilities    
Current Liabilities    
Trade Payables  400 000 2 876 000 
Shareholders for dividends  255 000 320 000 
SARS (Income Tax)  944 200 922 000 
 
Extract from Statement of Profit or Loss and Other Comprehensive Income for the 
reporting period ended 30 June 2017 
 
 2017 Additional 
Information 
Sales 10 550 000  
Cost of Sales (6 220 000)  
Other Income 1 936 000 (1) 
Other Expenses (2 456 000) (2) 
Finance Costs (320 000)  
Profit before tax 3 490 000  
Tax (556 000)  
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Question 2 continued… 
 
Additional Information: 
 
1. Other income consists of profit on the sale of the company’s investment in Indigo 
(Pty) Ltd and dividend income of R260 000. The investment in Indigo (Pty) Ltd was 
sold on the 31 March 2017 as the company plans on investing in other more 
profitable companies. 
 
2. Included in other expenses are the following items: 
 
Depreciation expense ??? 
Bad debts 87 000 
Water and Electricity 245 000 
Profit / loss on disposal  ??? 
Discount received from supplier 5 400 
 
3. The company uses the cost model per International Financial Reporting Standards 
for Small and Medium Entities (IFRS for SME’s) to value property, plant and 
equipment. The plant and equipment is depreciated at 10% on the diminishing 
balance method.  A plant with a carrying value of R 2 332 000 was sold on 1 July 
2016 for R 2 000 000 cash.  
 
 
REQUIRED: 
 
2.1 Define “Cash Equivalents” in terms of IFRS for SME’s    (2) 
 
2.2 List the requirements for Cash Investments to be included in Cash equivalents in 
terms of IFRS for SME’s        (2)  
  
2.3 Prepare the note to the statement of cash flows for Bongi (Pty) Ltd for the reporting 
period ended 30 June 2017.        (14) 
 
Show ALL workings.                                                                                                 [18] 
  
FINANCIAL ACCOUNTING 3B: FAC33B3       Supplementary assessment opportunity 2017 
___________________________________________________________________ 
 
___________________________________________________________________ 
5 
 
Question 3         (18,5 Marks) 
 
Lotsatech (Pty) Ltd (“Lotsatech”) is a small technology company. They have an 80% 
shareholding in Tinytech (Pty) Ltd (“Tinytech”). The investment has been questioned by 
the shareholders of Lotsatech. They want to maximise returns and aren’t convinced that 
Tinytech is delivering in this regard. 
The directors of Lotsatech have provided you with the information below and asked you 
to assist in answering the questions that follow. All of the information relates to the year 
ended 30 June 2017. 
 
 
 
Extract from statements of comprehensive income Lotsatech Tinytech
Profit before investment income 156 000    42 000                
Fair value adjustment on investment 20 000       
Dividends received 8 000         5 000                  
Profit before tax 184 000    47 000                
Tax expense -46 000     -15 000               
Proft for the period 138 000    32 000                
Total comprehensive income for the period 138 000    32 000                
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Lotsatech Group
Consolidated statement of financial position
ASSETS
NON-CURRENT ASSETS 737 000    
Property, plant & equipment 380 000    
Other Investments 300 000    
Goodwill 57 000       
CURRENT ASSETS 488 000    
Trade and other receivables 205 000    
Inventories 225 000    
Bank 58 000       
TOTAL ASSETS 1 225 000 
EQUTY AND LIABILITIES
EQUITY
Share capital 550 000    
Retained earnings 383 600    
Equity attributable to owners of the parent 933 600    
Non-controlling interests 100 400    
TOTAL EQUITY 1 034 000 
NON-CURRENT LIABILITIES -             
CURRENT LIABILITIES 191 000    
Creditors 191 000    
TOTAL EQUITY & LIABILITIES 1 225 000 
Lotsatech Group
Extract from consolidated statement of changes in equity
 RETAINED 
EARNINGS 
 NON-
CONTROLLING 
INTERESTS 
Opening Balance 293 000     96 000               
Comprehensive income 135 600     6 400                 
Dividend -45 000      -2 000                
Closing Balance 383 600     100 400            
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Since acquiring Tinytech, the shareholders of Lotsatech have worried about whether their 
returns have been enhanced as it looks like profits are lower from a group point of view. 
They are considering the passing of a special resolution to dispose of the shares in 
Tinytech. Before doing this, however, they have requested the directors, with your 
assistance, to determine whether they are better off with the group as is, or without the 
subsidiary company. 
 
REQUIRED: 
 
3.1 Assess the profitability of Lotsatech group versus that of Lotsatech (Pty) Ltd using 
the following ratios: 
 -Return on assets 
 -Return on shareholder’s equity       (7) 
 
3.2 Assess the solvency of Lotsatech group versus that of Lotsatech (Pty) Ltd using the 
following ratios: 
 -Debt asset 
-Debt equity 
-Financial leverage         (8)  
  
In both assessments, provide your advice regarding the shareholders’ 
concerns/proposal. 
Show ALL workings.                                                                                                 [18,5] 
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Question 4                                                                                                  (16,5 marks) 
 
Kougar (Pty) Ltd manufactures fire extinguishers. On 1 July 2015 had 90 000 Class A 
shares in issue on 1 July 2015. The company also had 50 000 15% cumulative Class B 
shares issued for R1 each. The following share movements occurred: 
 
 On 30 September 2015 20 000 Class A shares were issued for R1.50 per share 
 On 1 September 2016, there was a capitalisation issue of 1 Class A share for every 
3 Class A shares. 
 On 1 January 2017 Kougar (Pty) Ltd bought back 5 000 of its Class A shares for 
R2.50 per share. 
 
Additional information: 
 
 Profit after tax for the reporting period ended 30 June 2017 was R1 000 000 (2016-
R750 000). 
 Class A dividends declared for the reporting period ended 30 June 2017 were 
R55 000 (2016-R50 000) 
 The dividend for the Class B shares was declared and paid for both years. 
 
REQUIRED: 
 
4.1 Prepare the earnings per share note as it would appear in the notes to the financial 
statements of Kougar (Pty) Limited for the reporting period ended 30 June 2017. 
     
SHOW ALL WORKINGS                     [16,5]  
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Question 5                                                                                                  (16 marks) 
 
On 1 January 2015, Kazi Limited acquired 75% shareholding in Tonto Limited. At that 
date, Kazi Ltd considered all of the assets and liabilities of Tonto Ltd to be fairly valued, 
with the exception of land that is considered to be undervalued. The land’s value in the 
books of Tonto Ltd is R300 000 however its fair value on 1 January 2015 is R420 000. 
Tonto Ltd did not change the value of the land in its own books. 
 
The equity of Tonto Ltd on 1 January 2015 
 Tonto Ltd 
Ordinary Share capital 500 000 
Retained earnings 400 000 
Revaluation reserve 40 000 
 
Trial balances of Kazi Ltd and Tonto Ltd for the financial year ending 31 December 
2016 :(       ) = credit balance 
 
 Kazi Limited Tonto Limited 
Ordinary Share capital – Note 3 (2000 000) (700 000) 
Retained income  -  (1 000 000) (600 000) 
Revaluation reserve  - Note 1 (200 000) (400 000) 
Investment in subsidiary – Note 2 1 200 000  
Net profit after tax (970 000) (400 000) 
Dividends declared 150 000 50 000 
 
Note 1: 
As the result of the land revaluation performed on the 1 January 2016, Tonto Ltd revalued 
its land by R250 000. There were no other revaluations during the period. The revaluation 
of Kazi Ltd has remained unchanged since 2015. The Group uses the revaluation model 
to account for Land. 
 
Note 2: 
Investments in subsidiaries are accounted for at fair value through profit and loss. 
Tonto included the following fair value gains in net operating costs: 
31 December 2015 = R100 000 
31 December 2016 = R200 000  
 
Note 3: 
On 1 April 2016 Tonto Ltd issued two capitalization shares for every 5 ordinary shares 
held at value of R1. The issue of the shares was done on the same date. 
 
REQUIRED: 
                                                                                                         
 Prepare all pro-forma journal entries required to prepare the consolidated financial 
statements of the Kazi Group for the reporting period ended 31 December 2016 
(excluding the profit allocation pro-forma).        [16] 
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Question 6           (20 marks) 
 
 
Lazio Ltd acquired 80% of the equity of Bye Ltd on the 1 July 2014. It paid R1 500 000 
for the investment. At this date, Bye Ltd has share capital and retained earnings of    R1 
000 000 and R450 000 respectively. 
 
Lazio Ltd.’s closing balance of share capital and retained earnings on 31 December 2015 
was R1 100 000 and R1 000 000 respectively. Bye Ltd.’s closing retained earnings on 31 
December 2015 was R600 000. 
 
In the year ending 31 December 2016, Lazio made a profit after tax of R600 000 and paid 
out dividends of R60 000. In the same year, Bye Ltd made a profit after tax of R350 000 
and declared dividends of R35 000. 
 
Lazio Ltd accounts for all its investment in subsidiaries at fair value through profit and 
loss. For the year ended 31 December 2015, there was a fair value loss of R20 000 
relating to the Investment in Bye and a fair value gain of R50 000 in the current year. 
 
On 1 August 2015 Lazio Ltd issued new shares worth R100 000. In an attempt to increase 
company’s Earnings per share (EPS), Lazio Ltd bought back 20 000 of its shares for R20, 
initially issued at R15 on 1 February 2016.  
 
 
 
 REQUIRED: 
 
6.1 What is the difference between an associate and a joint venture?                    (2)                                                                                                           
 
6.2 Prepare the consolidated Statement of Changes in Equity of the Lazio Group for the 
reporting period ended 31 December 2016 as far as the information permits.     (18) 
  
 
SHOW ALL WORKINGS  
Total column not required 
Comparatives not required 
Ignore all tax implications 
 
 
 
 
 
 
Total: 100 
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PRESENT VALUE TABLE 
 
PRESENT VALUE OF R1 
PERIOD 5% 6% 7% 8% 9% 10% 11% 12% 13% 14% 15% 
1 0,952 0,943 0,935 0,926 0,917 0,909 0,901 0,893 0,885 0,877 0,870 
2 0,907 0,890 0,873 0,857 0,842 0,826 0,812 0,797 0,783 0,769 0,756 
3 0,864 0,840 0,816 0,794 0,772 0,751 0,731 0,712 0,693 0,675 0,658 
4 0,823 0,792 0,763 0,735 0,708 0,683 0,659 0,636 0,613 0,592 0,572 
5 0,784 0,747 0,713 0,681 0,650 0,621 0,593 0,567 0,543 0,519 0,497 
6 0,746 0,705 0,666 0,630 0,596 0,564 0,535 0,507 0,480 0,456 0,432 
7 0,711 0,665 0,623 0,583 0,547 0,513 0,482 0,452 0,425 0,400 0,376 
8 0,677 0,627 0,582 0,540 0,502 0,467 0,434 0,404 0,376 0,351 0,327 
9 0,645 0,592 0,544 0,500 0,460 0,424 0,391 0,361 0,333 0,308 0,284 
10 0,614 0,558 0,508 0,463 0,422 0,386 0,352 0,322 0,295 0,270 0,247 
 
 
